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HOUSE BI LL 1035

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By Representatives Morris, Linville, Sinpson, Anderson, O Brien
Hai gh, Sullivan and Hudgi ns

Prefiled 1/7/2003. Read first tinme 01/13/2003. Referred to
Comm ttee on Trade & Econom c Devel opnent.

AN ACT Relating to authorizing a busi ness and occupation tax credit
for corporations establishing headquarters in this state; adding a new
section to chapter 82.04 RCW providing an effective date; and
decl ari ng an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) Subject tothe |limts and provisions of this section, a credit
is authorized against the tax otherwi se due under this chapter for
corporations establishing corporate headquarters in this state, or
expandi ng or adding to an existing corporate headquarters.

(2) In order to qualify for the credit, each of the foll ow ng shal
be sati sfi ed:

(a) The qualifying real property costs of the corporate
headquarters establishnent, expansion, or addition are at l|least fifty
t housand dollars. "Qualifying real property costs" neans:

(1) Costs incurred in the design, preparation, and devel opnent of
est abl i shing, expanding, or adding to a corporate headquarters; and

(1i)(A) Direct construction costs; or

p. 1 HB 1035



© 00 N O Ol WDN P

W W W W W W W W WNDNDNDNDDDNDNDNDNDNMDNMNDNNNMNMNdNMNPEPEPPRPPRPPRPERPRPRPRPERERPR
0O N Ol WNPEFPP O OOWwNOD O P WNPEPOOOWNO O~ owdNDEe.Oo

(B) Wth respect to leased facilities, direct |ease costs during
the first five years of operations for the corporate headquarters.

(b) The headquarters establishnment, expansion, or addition results
in the creation of:

(1) At least forty new jobs performng headquarters related
functions and services or research and devel opnent related functions
and servi ces. These jobs nust be permanent, full-tinme positions
| ocated in this state; and

(1i) At least twenty of the above-referenced new jobs nust be
classified as headquarters staff enpl oyees.

(c) The corporation principally conduct s hi gh-t echnol ogy
activities.

(3) The anmount of the credit is equal to twenty percent of the
qualifying real property costs listed in subsection (2)(a) of this
section.

(4) For a headquarters establishnent, expansion, or addition that
nmeets the criteria of subsection (2) of this section, an additiona
credit equal to twenty percent of the cost for tangible personal
property may be taken if the follow ng conditions are net:

(a) The personal property is:

(1) Capitalized as personal property for federal incone tax
pur poses; and

(11) Purchased for the establishnment, expansion, or addition of a
corporate headquarters, or for the establishnment, expansion, or
addition of a research and devel opnent facility which is part of the
sane corporate project as the headquarters establishnment, addition, or
expansi on; and

(ti1) Used for corporate headquarters related functions and
services or research and devel opnent related functions and services in
this state.

(b) The establishnment, expansion, or addition of a corporate
headquarters or research and devel opnent facility results in:

(1) The creation of at |east seventy-five new full-tinme |obs
perform ng either:

(A) Headquarters related functions and services; or

(B) Research and devel opnment related functions and servi ces.

The jobs nmust have an average | evel of incone of nore than one and
one-half tinmes the per capita income of this state based on the nost
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recent estimates of current per capita incone data available fromthe
of fice of financial managenent as of the end of the reporting period in
which the jobs are filled; and

(1i) An average incone |level of all the corporation's enpl oyees in
this state of nore than twice the per capita incone in the state based
on the nobst recent estimates of current per capita incone data
avail able fromthe office of financial managenent as of the end of the
reporting period in which the jobs are filled.

(5)(a)(i) For facilities which are constructed, the credit may only
be clainmed in the reporting period when the headquarters establishnent,
expansion, or addition, and the research and developnent facility
establishment, expansion, or addition, in the case of corporations
qual i fyi ng under subsection (4) of this section, is placed in service
for federal incone tax purposes. For construction projects conpleted
i n phases and placed in service for federal incone tax purposes in nore
than one reporting period, the credit my only be clainmed in the
reporting period in which property that qualifies for the credit is
placed in service. Credits may not be obtained for costs incurred nore
than three years after the reporting period in which the first property
for which the credit is clained is placed in service. The credit may
not be clainmed for personal property which replaces personal property
for which the credit was already clainmed. The departnent may for good
cause extend the tinme for incurring additional costs and for claimng
the credit if the project is not conpleted within the tine period
al l owed by this subsection (5).

(1i) For leased real property, the credit may only be clained in
the reporting period in which the first direct |ease costs are
i ncurred.

(b) The staffing requirements of subsection (2)(b) of this section
and, if applicable, subsection (4)(b) of this section, shall be net by
the end of the second cal endar year follow ng the nost recent cal endar
year in which the credit is clained. The person claimng the credit
shal | provide docunented plans to neet the staffing requirenents at the
time the credit is first clained in a form and nmanner as required by
t he departnent. If the staffing requirenents are not met within the
time required by this subsection (5), the person that clainmed the
credits shall be liable for paynent of the additional taxes represented
by the anmount of credits taken under this section, with interest.
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(6) Unused credit nmay be carried forward for ten years after the
credit is clained. Unused credit nmay be carried forward fifteen years
after the credit is clained if the criteria set forth in subsection
(4)(b) of this section are net. No credit may be clained in a
reporting period in which the qualifying enploynent requirenents
provided in this section are not net.

(7) For the purposes of this section, unless the context clearly
requires otherwi se, the follow ng definitions apply.

(a) "Corporate headquarters" neans the facility or portion of a
facility where corporate staff enployees are physically enployed, and

where the mgjority of the conpany's financial, personnel, |egal,
pl anning, information technology, or other headquarters related
functions are handled either on a regional or national basis. A

corporate headquarters nust be a regional corporate headquarters or a
nati onal corporate headquarters.

(1) National corporate headquarters nust be the sole corporate
headquarters in the nation and handl e headquarters rel ated functions on
a national basis. A national corporate headquarters is deened to
handl e headquarters related functions on a national basis from this
state if the corporation has a facility in this state from which the
corporation engages in interstate comerce by providing goods or
services for custonmers outside of this state in return for
conpensati on.

(11) Regional corporate headquarters must be the sole corporate
headquarters within the region and nust handl e headquarters related
functions on a regional basis. For purposes of this section, "region"
or "regional" neans a geographic area conprised of either:

(A) At least five states, including this state; or

(B) Two or nore states, including this state, if the entire
busi ness operations of the corporation are perforned within fewer than
five states.

(b) "New job" nmeans an enploynent position created in the
corporation in this state at the tine the new facility, expansion, or
addition is initially staffed, but does not include an enploynent
position created when an enployee is transferred from an existing
location in this state to the new or expanded facility. "New j ob"
i ncl udes an enpl oynent position that is created at a tenporary | ocation
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in this state pending conpletion of the new facility, expansion, or
addi ti on.

(c) "Full-time position" means an enpl oynent position requiring a
m ni mum of thirty-five hours of |abor per week.

(d) "Headquarters related functions and services" neans financial,
personnel, adm nistrative, |egal, planning, information technol ogy, or
simlar business activities.

(e) "Headquarters staff enpl oyees" neans executive, adm nistrative,
or professional enpl oyees perform ng headquarters rel ated functi ons and
servi ces.

(1) An "executive enployee" neans an enployee in a full-tinme
position in which the enpl oyee spends at | east eighty percent of his or
her time managing the enterprise and directing the work of at |east two
enpl oyees. An executive enpl oyee has the authority to hire and fire or
to nmake recomendations related to hiring, firing, advancenent, and
pronotion decisions, and nust customarily exercise discretionary
power s.

(1i) An "adm ni strative enpl oyee" neans an enployee in a full-tinme
position who does not perform manual |abor and whose enploynent is
directly related to nmanagenent policies or general headquarters
oper ati ons. An adm nistrative enployee nust customarily exercise
di scretion and i ndependent judgnent.

(iii1) A "professional enployee" nmeans an enpl oyee whose primary
duty is work requiring know edge of an advanced type in a field of
science or |earning. This know edge is characterized by a prol onged
course of specialized study. The work nmust be original and creative in
nature, and the work may not be standardi zed over a specific period of
time. The work nmust require consistent exercise of discretion and the
enpl oyee nust spend at |east eighty percent of the tinme performng
headquarters related functions and servi ces.

(f) "Research and devel opnent"” neans the sane as in RCW 82.63. 010.

(g) "Research and developnent facility" neans the sanme as
"qualified buildings" under RCW 82. 63. 010.

(h) "Direct |ease costs" neans cash | ease paynents. The term does
not include any accrued, costs.

(i) "Hi gh-technol ogy" neans "advanced conputing,” "advanced
materials,” "biotechnology,”" "electronic device technology," or
"environnental technol ogy” as those terns are defined in RCW82. 63. 010.
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NEW SECTION. Sec. 2. This act is necessary f
preservation of the public peace, health, or safety,
state governnment and its existing public institutions,
July 1, 200S3.

~-- END ---

HB 1035 p. 6

or the immediate
or support of the
and t akes effect



	Section 1.
	Section 2.

